Abstract-The use of fair value as a measurement in accounting should have relevant information if the information can be used to predict the company's performance in the next period. The purpose of this study is to analyze the relevance of the implementation of the fair value of securities in predicting future income and the stock price of the Banks. This study uses the sample of 23 banks listed on the Indonesia Stock Exchange with time series data of 8 years from 2010-2017. This study uses panel data and regression analysis to examine the effect of independent variables on dependent variables. The independent variable used in this study is the Bank's income and stock price and the dependent variable used is the difference fair value and amortized cost which is the difference between the fair value securities and the amortized cost securities. The controlling variables used in this study consisted of assets, interest income, capital tier 1, non-performing loans and asset-liability repricing gap. The results analysis found that the difference in fair value and the amortized cost has a significant effect on the future income and stock price and the book value of equity has a positive effect on the stock price.
I. INTRODUCTION
In September 2016, the Indonesian Institute of Accountants as a professional organization that oversees all accountants in Indonesia has issued a new accounting standard namely Statement of Financial Accounting Standards (PSAK) 71 which regulates changes in requirements related to financial instruments. PSAK 71 explains that the classification and measurement of financial instruments are no longer based on the intention of management to sell or have financial instruments to maturity but based on the contractual characteristics of cash flows and business model entities. The issuance of PSAK 71 is the answer from the world of banking and capital markets that an investment portfolio in a financial instrument conducted by a bank can demonstrate the performance of its securities portfolio, not as a tool to be able to change intentions with the intention of benefiting from changes in accounting treatment that is allowed in PSAK 50 and 55. On the other hand, PSAK 71 still uses fair value concepts such as the previous PSAK namely PSAK 50 and 55 as the measurement of investment value, especially debt securities owned with a business model aim to obtain contractual cash flows and to be traded. The problem is whether the concept of fair value applied in accounting can provide predictive value. The concept of measuring fair value in accounting has been a debate for a long time because the application of the concept of fair value should meet the principles of an accounting conceptual framework wherein an accounting information is said to be relevant if the information can provide predictive value, meaning can be used as a basis for predicting or predicting the future (IAS, 2008) .
Several opinions say that debt securities are more relevant if the accounting used is the amortized cost if the intention is to hold the securities until maturity (Park et al., 1999, p. 348) . This is due to the purpose of holding debt securities to deal with the high risk of liquidity faced by the bank. In addition, according to Park et al. (1999, p. 348 ) that debt and equity securities are more relevant in fair value measurement if the intention of bank management is to be resold in the future, this is due to the bank's management strategy to take a better rate of return than holding securities to maturity.
Changes in the measurement in the financial statements that previously used historical values to become fair values after Institute of Indonesia Chartered Accountants (IAI) adopted the International Financial Reporting Standards (IFRS) and International Accounting Standard (IAS) in the Statement of Financial Accounting Standards (PSAK) show positive results because the fair value of the financial statements in bank will provide predictions on the bank's revenue generated in the future. In addition, the application of the concept of fair value in accounting standards contributes to the bank so that it can reflect the fair value of equity presented in the financial statements. This facilitates investors in analyzing the fairness of equity prices that have been presented in the financial statements.
The problem in Indonesia is that investors do not know much or understand the concept of fair value presented in the financial statements can be used to see whether the market price of banking stocks is overvalued or undervalued. But on the other hand, the problems that arise from bank management are the existence of several accounting treatment methods that use the concept of fair value in financial instruments such as trading, available for sale and held to maturity whose selection depends on management intentions causing misuse of accounting policy selection with the intention to improve published financial reports. Financial statement reports that show good performance do not necessarily indicate the actual condition due to the recognition of unrealized gains or losses on the sale of securities owned. Therefore, this study will analyze whether the application of the concept of fair value on securities can predict future income and banking stock prices in Indonesia. If the results of the study show positive results that fair value of securities can predict income and stock, the banking management has used the concept of fair value with the intention to show the actual performance conditions and conversely investors have understood the financial statements. This study is to examine the relevance of the implementation of measurements of fair value in financial statements in predicting future earnings and stock prices that have never been done in Indonesia, especially the banking industry, so this study wants to know the relevance of applying fair values in predicting future earnings and stock prices Indonesia banking industry.
II. LITERATURE REVIEW
Research on the relevance of fair value of investment securities to income and stock prices has been widely done outside of Indonesia. Several studies have been conducted such as research conducted by Barth et al. (1994) by using a comparison between the fair value of investment securities and fair value based on historical costs. It shows that the fair value of securities has a clearer power than historical costs. The results of this study indicate that historical costs do not provide additional explanatory power for fair value. In the study of Barth et al. (1994) also uses a comparison between the fair value of gains/losses investment securities and gains/losses securities based on historical costs of investment securities, where the results show that the fair value of gains/losses investment securities has a value of relevance that is difficult to apply. Park et al. (1999) in his research conducted separation between securities available for sale (AFS) and held to maturity (HTM) to examine the differences between AFS and HTM securities against raw returns and abnormal returns. The results show that the ability of AFS securities to provide an explanation exceeds that of HTM securities where AFS securities can explain raw returns and abnormal returns, while HTM securities only explain raw returns. The results of their research show that objective-based securities classification in the disclosure of fair value is relevant to investors in evaluating equity. Evans et al. (2014) conduct testing using the accumulation of fair value adjustments to future income and stock prices. The results show that the accumulation of fair value adjustments affects the accumulation of fair value and affects the future income of the securities and has relevance to the stock price. In addition to his research also shows that the fair value of interest-bearing securities is a factor that influences stock prices.
The intention of the bank management to have AFS securities to be sold soon reflects more future earnings because changes in fair value of AFS securities have implications for unrealized gains and losses reported in other comprehensive income, so as to predict the gain and loss realized in the future. Accordingly, gains and losses due to changes in the fair value of AFS securities are also part of the book value of bank equity which can reflect the value of equity in the market. This is because the fair value of a security represents the present value of cash flows received in the future. The same as Evans et al. (2014, p 42) gains and losses that have not been realized are not only due to sales but by holding the securities owning these securities will have an opportunity to generate higher or lower profits than expected.
Fair Value of debt securities can provide a gain and loss realized in the next accounting period which can influence the future income. The fair value of the previous period will be compared to the book value of securities with AFS classification that provides benefits will make the intention of bank management to maintain the debt securities until the end of the year because management is optimistic with the increase in fair value for the next period. For investors who understand the management strategy for holding securities, this can certainly predict the income to be achieved in the next period and in the end investors will conduct a bank stock sale and purchase transaction that reflects the performance of the next period and there will be an adjustment in the bank's stock market price in accordance with supply and demand bank's stock. Based on this, this research wants to examine the effect of applying fair value to future income and stock prices in Indonesia by using the research model Evans et al. (2014) with the following hypothesis:
1. H01: There is no significant effect difference between fair value and amortized cost for investment securities on income.
2. H02: There is no significant effect difference between fair value and amortized cost for investment securities on the stock price.
3. H03: There is no significant effect difference between fair value and amortized cost for investment securities on the stock price at the bank have the big asset.
4. H04 There is no significant effect difference between fair value and amortized cost for investment securities on the stock price at the bank has the small asset.
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III. METHOD
A. Sample
The population used in the study are 28 banks that are listed on the Indonesia Stock Exchange consistently in the period of 2010-2017. The sample population is selected through purposive sampling where the selected banks were being sampled based on the following criteria:
1 
B. Operational Definition
The dependent and independent variables used and the operational definition in this study are: The amount of assets with a maturity of less than 1 year is reduced by the total liabilities that are less than 1 year
C. Analysis
In this study, the analytical method used is the descriptive statistical analysis that is used for data analysis by describing the data that has been collected as it is without the aim of making conclusions for generalization. Next to test the hypothesis using Advances in Social Science, Education and Humanities Research, volume 292 panel data regression which is a combination of time series data and cross-section data. Panel data can explain two types of information, namely: cross-section information on differences between subjects, and time series information that reflects changes in the subject of time. The regression model used to test hypothesis 1 is as follows:
Income (t+1)it = α + β1DiffFV_HTMLi,t + β2IntSeci,t + β3Asseti,t…………………………………………………. (1) where; Income (t + 1) is letter income keeping the following year period, DiffFV_HTML is the fair value of securities with the amortized cost divided by the total book value of the security, IntSec is Interest income on debt securities divided by debt securities and Asset interest income is total assets as of December 31.
Meanwhile the regression model for testing hypothesis 2 is: MVEit = α + β1DiffSecFV_HTMLi, t + β2BVEi,t + β3Asseti,t + β3Cap_Tier 1i,t + β3NPLi,t + β3Gap_Repi,t ………………… (2) where; MVE is the average market value of the stock price per year multiplied by the number of shares outstanding, Diff_SecFV_HTML is Difference in fair value of FVTPL securities, AFS securities, and HTML securities value after amortized., BVE is the book value of equity as of 31 December, Asset is total assets as of 31 December, Cap_Tier1 is capital tier 1 divided by the average asset, NPL is the number of outstanding loans above 90 days and Gap_Rep is the number of assets with maturities below one year that need to be repricing less the total liabilities that have maturities below one year that need repricing.
Due to testing using panel data regression analysis, the Hausman test is needed to determine the model used between the random effect model or the fixed effect model. Testing of the Hausman test is done with the following hypothesis:
Ho: The right model is the Random Effect Model
Ha: The right model is the Fixed Effect Model
Hausman Test statistic follows the Chi-Square statistical distribution with degree of freedom as much ask, where k is the number of independent variables. If the Hausman statistic value is greater than the critical value, then H0 is rejected and the right model is the Fixed Effect model whereas on the contrary if the Hausman statistical value is smaller than the critical value then the right model is the Random Effect model. If by using the probability value, if the probability value is <0.05, then reject the null hypothesis, and accept the alternative hypothesis and vice versa.
IV. RESULT AND DISCUSSION
Descriptive statistical analysis in this study aims to provide an overview of the results of the estimation of statistical data in the form of mean, median, minimum values, maximum values and standard deviations of each variable are as follows: The Hausman test results for hypothesis 1 in the table below show that income as a dependent variable that uses the independent variable DiffFV_HTML, InterSec, Asset indicates that the Random Cross-Section probability value is lower than alpha 0.05 (0.0000 <0.05). So that the null hypothesis is rejected, and the best method used to estimate the panel data model in this study is the Fixed Effect Model (FEM). The table above shows that Difference fair value and amortized cost have a positive and significant effect on income a year later where this result shows a 99% confidence level. This means that the application of fair value in securities investment accounting can predict income for the next 1-year period. Variable interest securities and assets have a negative effect but not significant on income for the period 1-year later.
In testing hypothesis 2, it is the same as testing hypothesis 1 where before testing hypotheses requires the Hausman test to determine the use of random effects or fixed effect models for panel data regression analysis. The following table is the Hausman test output on the Stock Price as the dependent variable that uses the independent variable DiffSecFV_HTML BVE, Cap_Tier1, NPL, Gap_Rep and Asset indicating that the Random Cross-Section probability value is higher than alpha 0.05 (0.6967> 0.05). So that the null hypothesis is accepted, and the best method used to estimate the panel data model in this study is the Random Effect Model (REM). The results of hypothesis testing show that the Difference variable fair value and the amortized cost has a significant positive effect on the stock price, this indicates that the application of fair value can predict the stock price. A positive influence shows that an increase in fair value on investment securities gives a positive response from investors to the expected return on the investment in the future. In addition, the Book Value of Equity variable also has a positive effect on the stock price, this indicates that the use of fair value accounting on bank assets and liabilities shows that it has relevance to the stock price. Assets have a negative and significant effect on the stock price, indicating that the ability of the bank's management in asset management to generate revenue has not met investor expectations because of the many risks inherent in the bank that require high returns expected by investors.
To better understand how assets to affect the relationship of independent variables to the stock price, panel data regression analysis is needed by separating banks that have big assets and small assets. The separation is done by calculating the median of the total assets of 21 banks, the result is that banks that have assets above the median are categorized as banks that have big assets while banks that assets below the median are categorized as banks that have small assets. In testing this hypothesis, there was an addition of the held to maturity (HTM) securities value variable (Amort_Sec) that had been amortized to see the Advances in Social Science, Education and Humanities Research, volume 292 relationship between the application of fair value and the stock price. Due to the addition of HTM securities, there were only 8 banks that had big assets and 5 banks that had small assets because only 13 of them had invested in HTM securities during the period 2010-2017 consistently. Banks that have big and small assets below as follows: The results of testing the hypotheses in the table above show that the Difference fair value and amortized cost have a positive and insignificant effect on the stock price, but on the contrary, the test results show the book value of equity and capital tier 1 has a positive and significant effect on the stock price. These results indicate that in banks that have large assets, more transactions are made to buy and sell securities to anticipate the dynamics of market risk. This is done to adjust the duration of the gap between assets and liabilities. Therefore, investors will pay more attention to the fair value of equity and capital tier 1 which is the result of the management of bank assets and liabilities. The same thing was done to test the hypothesis of the influence of the DiffFV_HTML BVE, and Amort_Sec, Cap_Tier1 variables on the stock prices of banks that have small assets where the results of the Hausman test can be seen as follows: Hausman test output results show that the Random Cross-Section probability value is lower than alpha 0.05 (0.0000 <0.05). So that the null hypothesis is rejected, and the best method used to estimate the panel data model in this study is the Fixed
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Effect Model (FEM). The output results obtained from the regression estimation on the dependent variable Stock Price with Fixed Effect Model can be seen in the table as follows: The results of the table above show that Difference fair value and amortized cost have a positive and significant effect on the stock price so that it can be said that in banks that have small assets, the application of fair value on securities investment has relevance to the stock price. This is because banks that have small assets have a large weight of investment in securities against assets compared to banks that have large assets, so the application of fair value is more likely to predict future cash flows that have a fundamental relationship to the stock price. This result also has a negative and significant value on held to maturity (HTM) securities that have been amortized from the stock price. This result shows the premium/discount on amortized HTM securities has relevance to interest payments received and receipts from repayment at the maturity date which are cash flows received by the bank in the future that are predictable and have a fundamental relationship to the stock price.
V. CONCLUSION
Difference fair value and amortized cost have a positive and significant effect on income a year later where this result means that the application of fair value in investment accounting for securities can predict income for the next 1-year period. The difference in fair value and amortized cost also has a significant positive effect on the stock price, this result shows that fair value implementation can predict the stock price. These results provide findings that the increase/decrease in fair value of securities investment gets a response from investors on the expected returns from the investment in the future. In addition, the book value of equity also has a positive effect on the stock price, this shows that the use of fair value accounting on bank assets and liabilities shows relevance to the stock price. This study found that banks that have big assets, the fair value of equity and capital tier 1 is more likely to have relevance to the stock price because investors are more likely to pay attention to information regarding the management of assets and liabilities that contribute to the fair value of the equity recorded, because the application of PSAK 71 to be carried out by the Bank can provide value relevance to the stock price. This is because banks will need a greater reserve of losses in applying PSAK 71. This study also found that in banks that have small assets, the difference fair value and amortized cost have a positive and significant effect on the stock price. From these findings, it can be concluded that banks that have a high investment in securities against total assets can predict future cash flows and have relevance to the stock price. Like the difference in fair value and amortized cost, the value of amortized HTM securities has relevance to the stock price because the information can predict future cash flows.
